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Date of Hearing:  April 8, 2021 

ASSEMBLY COMMITTEE ON WATER, PARKS, AND WILDLIFE 

Eduardo Garcia, Chair 
AB 850 (Gallagher) – As Amended March 22, 2021 

SUBJECT:  City property:  sale of water utility property 

SUMMARY:  Extends the deadline for the cities of El Monte, Montebello, and Willows to sell 
their public water utilities for consolidation by two years, from 2022 to 2024.  

EXISTING LAW:  Declares that a special statute extension is necessary for the cities of El 
Monte, Montebello, and Willows, and that a general statute within Section 16, Article IV of the 
California Constitution due to the unique circumstances of the aforementioned cities 

(Government Code § 3720.5). 

FISCAL EFFECT:  Unknown. The bill is keyed fiscal. 

COMMENTS:   

1) Purpose of this bill.  According to the author, 

Consolidated water systems can share costs such as billing, operational personnel, new 

water sources acquisition, and often can purchase time saving equipment that neither 
system could afford to purchase alone because they can spread costs over a larger 

customer base.  For these reasons, some cities may want to consolidate their water 
systems.  However, there are barriers to consolidation.  One of those barriers is a 
requirement for a city-wide election to consolidate a municipal water system. This can be 

cost prohibitive for many smaller jurisdictions.  In 2018, the Governor signed AB 2339 
(Gipson), which allowed the cities of El Monte, Montebello, and Willows to use a public 

protest process to sell their water system.  The statute sunsets January 1, 2022.  The City 
of Willows is seeking to consolidate their water system to ensure the community receives 
reliable and high-quality drinking water.  They have an interested party, but they need 

additional time to complete the transaction.  (This bill) would give the City until January 
1, 2024 to complete the transaction utilizing the process provided for in the AB 2339 

pilot program.  
 
2) Background.  According to the 2019 Annual Compliance Report from the State Water 

Resources Control Board (State Water Board), 369 out of the 7,403 active public water 
systems are out of compliance.  Of these systems in non-compliance, over 91 percent are the 

smaller public water systems.  Currently, small water systems are working to remove 
contaminants exceeding the maximum contaminant levels (MCL).  
 

Characterization of systems that are out of compliance.  A community water system is a 
public water system that serves at least 15 service connections used by yearlong residents, or 

regularly serves at least 25 yearlong residents.  These water systems primarily serve cities, 
neighborhoods, schools and businesses.  The State Water Board data primarily captures 
community water systems; of systems in the State Water Board data, 61 percent are very 

small systems serving populations of 25-500 people.  Those very small systems represent 84 
percent of all drinking water standard violations in 2019.  The disproportionate number of 
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violations occurring in small systems is due to small systems having a small rate base.  The 
small rate base is more likely to hinder ability to pay for asset management necessary to 

maintain the system.  
 
Consolidation.  In 1997, the Public Utilities Commission (PUC) was required to use fair 

market value when setting rates creating a greater incentive for PUC regulated water 
providers to consolidate.  In 2015, the State Water Board was given the authority to order 

consolidation of a public water system within a disadvantaged community under specified 
conditions.  In 2016, the State Water Board was given the authority to evaluate of the ability 
of a proposed new public water system’s ability to meet drinking water standards for the 

foreseeable future and to deny a permit if it is determined that the new public water system 
will not be sustainable into the future.  Today, it is the policy of the state to encourage the 

consolidation of small water systems.  The pilot program created in AB 2338 (Gipson) in 
2018 allows a city that owns and operates a small community water system public utility to 
sell the public utility, without a majority of the vote of voters on the issue, for the purpose of 

consolidating its small community water system with another public water system under 
specified conditions.  

 
There are continuing challenges within small water systems.  Groundwater is becoming 
increasingly more polluted, leaving communities to look to surface water as a water source. 

The majority of non-compliant water systems are small water systems, due to contaminants 
exceeding the MCLs mandated by the State Water Board.  In order to meet compliance, the 

water systems often require additional infrastructure investments to filter and remove the 
contaminants.  These contaminant treatment approaches may be more cost effective for the 
systems as they consolidate with larger, better financed investor-owned water systems. 

 
Role of This Bill in Consolidation.  This bill would allow for city-owned water systems 

serving less than 10,000 people to consolidate by January 1, 2024 instead of the previously 
approved 2022 deadline, granting these cities more time to complete agreements to 
consolidate. 

 3) Related Legislation. 

 

AB 2388 (Gipson), Chapter 1, Statutes of 2018, allows for city-owned small community 
public water systems to sell the public utilities without a majority vote from voters, for the 
purpose of consolidating its small community water system with another public water system 

under specified conditions. 
 

AB 272 (Gipson), 2017-18 Session, was substantially similar to this bill.  AB 272 was held in 
Assembly Appropriations Committee. 
 

SB 1263 (Wieckowski) Chapter 843, Statutes of 2016, requires a person submitting an 
application for a permit for a proposed new public water system to first submit a preliminary 

technical report, with specified information, to the State Water Board at least six months 
before initiating construction of any water-related development.  Authorizes the State Water 
Board to direct the applicant to engage in negotiations to receive services from existing water 

systems. 
 

SB 88 (Committee on Budget), Chapter 27, Statues of 2015, allows the State Water Board to 
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order consolidation of a public water system or a small water system within a disadvantaged 
community under specified conditions.  Additionally, limits the liability of any agency in the 

chain of distribution that delivers water to a consolidated water system. 
 
AB 685 (Eng), Chapter 524, Statutes of 2012, establishes the human right to water policy that 

every human being has the right to safe, clean, affordable, and accessible water adequate for 
human consumption, cooking, and sanitary purposes. 

 

REGISTERED SUPPORT / OPPOSITION: 

Support 

California American Water 
California Water Association 

California Water Service 
City of Willows 
Golden State Water Company 

San Gabriel Valley Water Company 
 

Opposition 

None on file. 

Analysis Prepared by: Nichole Holm / W., P., & W. / (916) 319-2096 


